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Abstract7KH HQDFWPHQW RI LQWUDVWDWH FURZGIXQGLQJ
H[HPSWLRQV DURXQG WKH 8QLWHG 6WDWHV KDV EXLOW XS D ORW RI
H[FLWHPHQW &URZGIXQGLQJ EHFDPH D SRSXODU SKHQRPHQRQ LQ
WKH SDVW  \HDUV IRU DUW DQG GHVLJQ SURMHFWV &URZGIXQGLQJ
FRPSDQLHVRQO\DOORZHGUDLVLQJPRQH\E\UHFHLYLQJGRQDWLRQVRU
ORDQV ZLWKRXW JLYLQJ IXQGHUV DQ\ VHFXULW\ LQWHUHVWV LQ WKH
SURMHFW¶V FRPSDQ\ 7KLV LV EHFDXVH DQ\ SRWHQWLDO HFRQRPLF
UHWXUQ FRXOG WXUQ WKH WUDQVDFWLRQ LQWR D VHFXULWLHV RIIHULQJ
VXEMHFW WR WKH FRVWO\ IHGHUDO DQG VWDWH ODZV DQG UHJXODWLRQV





LQQRYDWLYH QHZ VWDUWXSV +RZHYHU LWV XQLTXH SRVLWLRQ EHWZHHQ
QRQVHFXULWLHVEDVHG FURZGIXQGLQJ DQG SULYDWH HTXLW\
LQYHVWPHQWVLQWURGXFHVFRPSOH[LW\WKDWPXVWEHPLWLJDWHGEHIRUH
UHZDUGV FDQ EH KDUQHVVHV 7KH SDSHU DQDO\]HV WKLV FRPSOH[LW\
E\ EUHDNLQJ LW GRZQ LQWR DGYDQWDJHV DQG GLVDGYDQWDJHV (DFK
SRWHQWLDO DGYDQWDJH DQG GLVDGYDQWDJH LV GLVFXVVHG DQG
UHFRPPHQGDWLRQV DUH PDGH 5HFRPPHQGDWLRQV ZLOO EH IRXQG
XVHIXO IRU WHFKQRORJ\ PDQDJHUV WHFKQRORJ\ HQWUHSUHQHXUV






A. Intrastate Crowdfunding Exemptions  




WDEOH IRUVXPPDU\0DQ\RI WKH UHFHQWQHZVDUWLFOHV UHIHU
WKHVHH[HPSWLRQVDVDUHDFWLRQWRWKH6HFXULWLHVDQG([FKDQJH
&RPPLVVLRQ 6(& GHOD\ LQ UHJXODWLQJ WKH -XPSVWDUW 2XU
%XVLQHVV6WDUWXSV-2%6$FWZKLFKZDVVLJQHGLQWRODZRQ
$SULO  E\ 3UHVLGHQW %DUDFN2EDPD7KH JRDO RI WKLV
$FWLVWRDOORZDQDOWHUQDWLYHRIUDLVLQJFDSLWDOIRUFRPSDQLHV
WKURXJKWKHFURZGSDUWLFXODUO\7LWOH,,,RI WKH$FWZKLFKLV
WLWOHG&URZGIXQG$FW >@ +RZHYHUZKDW LV FRPPRQO\QRW
PHQWLRQHG LV WKDW WKH FRQVLGHUDWLRQ RI FURZGIXQGLQJ DV D
ILQDQFLQJ DOWHUQDWLYH ZDV D UHDFWLRQ WR WKH  ILQDQFLDO
FULVLV >@ %DFN WKHQ WKHUHZDV WKH PLFURILQDQFH PRYHPHQW
ZKLFK H[WHQGHG WR FKDULWLHV DQG WKHQ HYROYHG WR VXSSRUW
DUWLVWVDQGWRILQDQFHLQQRYDWLYHSURGXFWV$VDPDWWHURIIDFW
WKHQHHGVRIDILQDQFLQJDOWHUQDWLYHKDVGULYHQVRPHVWDWHVWR
HQDFW WKHLU RZQ LQWUDVWDWH FURZGIXQGLQJ H[HPSWLRQV HYHQ
EHIRUH WKH -2%6 $FW ZDV VLJQHG LQWR ODZ WKH VWDWHV RI
.DQVDV*HRUJLDDQG,GDKR$QRWKHUFRPPRQPLVFRQFHSWLRQ
LV WKDW WKHVH H[HPSWLRQV ZHUH HQDFWHG XQGHU WKH -2%6 $FW
7KH\ZHUHDOOZLWKWKHH[FHSWLRQRI0DLQH¶VHQDFWHGXQGHU
WKHLQWUDVWDWHH[HPSWLRQLQ6HFWLRQDRIWKH6HFXULWLHV
$FW RI  ZKLFK LV D VWDWXWRU\ H[HPSWLRQ IURP IHGHUDO
UHJLVWUDWLRQ 7KLV H[HPSWLRQ DOORZV WKH FRPSDQ\ LVVXLQJ
VHFXULWLHV WKH LVVXHU WR VHOO WR XQDFFUHGLWHG LQYHVWRUV ZKR
ODFNFHUWDLQQHWZRUWKVWDQGDUGV\HW LW UHTXLUHV WKH LVVXHU
WR EH LQFRUSRUDWHG RU KDV LWV KHDGTXDUWHU LQ WKH VWDWH ZKHUH
VHFXULWLHVDUHRIIHUHGWREHFRQGXFWLQJRILWVEXVLQHVV
LQWKDWVWDWHDQGWRRQO\VHOOVHFXULWLHVWRUHVLGHQWVRIWKDW
VWDWH >@ 6HFXULWLHV DUH DQ\ WUDGDEOH ILQDQFLDO DVVHWV ZKLFK










,W LV D WHUP XVHG WR UHIHU WR FDSLWDO FUHDWLRQ WKURXJK WKH
PDVVHVRQWKH,QWHUQHW(QWUHSUHQHXUVDUWLVWVDQGQRQSURILWV
ZRXOG UDLVHPRQH\ WKURXJK WKH VXSSRUWRIPDQ\ LQGLYLGXDOV
RQ WKH LQWHUQHW ZKR IHHO VRPH DIILQLW\ WR WKHLU SURMHFWV
EXVLQHVVHV RU RUJDQL]DWLRQV DQG FROOHFWLYHO\ FRQWULEXWH
PRQH\ WR KHOS WKHP UHDFK WKHLU IXQGUDLVLQJ JRDO >@ ,W
EHFDPH D SRSXODU SKHQRPHQRQ LQ WKH SDVW  \HDUV IRU
GHVLJQ ILOPPDNLQJ PXVLF DQG SKRWRJUDSK\ SURMHFWV >@
'XULQJWKLVSHULRGWKHUHKDYHEHHQPXOWLSOHUHFRUGEUHDNLQJ
FDPSDLJQVWKDWUHDFKHGWKHLUJRDOVZLWKLQEOD]LQJVKRUWWLPH
2Q .LFNVWDUWHU RQH RI WKH FRPSDQLHV WKDW SURYLGH
FURZGIXQGLQJ SODWIRUPV WKH OLVW RI PRVW IXQGHG FDPSDLJQV
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ZLWK DW OHDVW  RI WKHP DUH IXQGHG RYHU  RI WKH
RULJLQDO JRDO >@ 7KHVH KXJH DFFRPSOLVKPHQWV PDGH
FURZGIXQGLQJD IDYRUDEOHPHWKRGRI FDSLWDO FUHDWLRQ DPRQJ
WKH FRPPRQ SXEOLF 7KH\ DOVR FDXVHG WKH WHUP WR EH
FRPPRQO\ XVHG LQ UHIHUHQFH WR WKH UHZDUGEDVHG
FURZGIXQGLQJ &XUUHQWO\ FURZGIXQGLQJ FRPSDQLHV VXFK DV
.LFNVWDUWHU DQG ,QGLHJRJR RQO\ DOORZ UDLVLQJ PRQH\ E\
UHFHLYLQJ GRQDWLRQV RU ORDQV ZLWKRXW JLYLQJ IXQGHUV DQ\
VHFXULW\ LQWHUHVWV LQ WKH SURMHFW¶V FRPSDQ\ >@ 7KLV LV
EHFDXVH DQ\ SRWHQWLDO HFRQRPLF UHWXUQ FRXOG WXUQ WKH
WUDQVDFWLRQ LQWR D VHFXULWLHV RIIHULQJ VXEMHFW WR WKH FRVWO\
IHGHUDODQGVWDWHODZVDQGUHJXODWLRQV>@+RZHYHUVLQFHWKH
-2%6 $FW WKH SXEOLF VWDUWHG UHFRJQL]LQJ DQRWKHU W\SH RI
FURZGIXQGLQJ ZKLFK LV VHFXULWLHVEDVHG UDLVLQJ IXQGV IRU D





7KLV SDSHU ZDV ZULWWHQ EDVHG RQ H[WHQVLYH OLWHUDWXUH
UHVHDUFK FRQGXFWHG WR FRQILUP K\SRWKHVHV OHDUQHG IURP P\
H[SHULHQFHZLWK2UHJRQ¶VLQWUDVWDWHFURZGIXQGLQJH[HPSWLRQ
VLQFHLWVHDUO\VWDJHV$OWKRXJK,FDQQRWFODLPWREHDQH[SHUW
RQ VHFXULWLHV FURZGIXQGLQJ , KDYH EHHQ YHU\ LQYROYHG LQ
EULQJLQJ VHFXULWLHV FURZGIXQGLQJ WR WKH VWDWH RI 2UHJRQ
%HLQJ D PHPEHU RI WKH IRXQGLQJ WHDP RI WKH H[HPSWLRQ ,
FRQGXFWHG WKH LQLWLDO UHVHDUFK RQ LQWUDVWDWH FURZGIXQGLQJ
DURXQGWKH8QLWHG6WDWHVZKLFKHQDEOHG2UHJRQ¶VH[HPSWLRQ
WR PRYH IRUZDUG 0\ H[SHULHQFH DOVR LQFOXGHV SDUWLFLSDWLRQ
LQ WKH VWDWHZLGH WHDP PHHWLQJV PHHWLQJV ZLWK WKH VWDWH
UHJXODWRUV DQG HGXFDWLRQDO PHHWLQJV IRU 2UHJRQ¶V
HQWUHSUHQHXUV , KDYH DOVR OHG WKH GHYHORSPHQW DQG
PDQDJHPHQW RI +DWFK2UHJRQFRP ZKLFK LV FXUUHQWO\
2UHJRQ¶V RQO\ RQOLQH SODWIRUP WKDW IDFLOLWDWHV LWV LQWUDVWDWH
FURZGIXQGLQJ ,W LVQRWHZRUWK\ WKDW2UHJRQ LV WKHRQO\VWDWH
WKDW ODXQFKHG LWV H[HPSWLRQZLWK FRPSDQLHV UHDG\ WRXVH LW





&URZGIXQGLQJ KDV EHHQ HIIHFWLYH LQ HQDEOLQJ QHZ
LQQRYDWLRQV DQG LGHDV FRPH DOLYH +RZHYHU LQWUDVWDWH
FURZGIXQGLQJ LV XQLTXHO\ SRVLWLRQHG EHWZHHQ WZR YHU\
SRSXODU IXQGLQJ PHFKDQLVPV QRQVHFXULWLHVEDVHG
FURZGIXQGLQJ DQG SULYDWH HTXLW\ LQYHVWPHQWV 7KH SRSXODU
VXFFHVV RI QRQVHFXULWLHVEDVHG FURZGIXQGLQJ ZKLFK
LQFOXGHV UHZDUG ORDQ DQG GRQDWLRQ EDVHG FURZGIXQGLQJ LV
GHSHQGHQWRQ WKH ODUJHQXPEHUVRI IXQGHUVDQG WKHSDFH WKH
FDPSDLJQ JDWKHUV WKHVH IXQGHUV ,Q FRQWUDVW WKH VXFFHVV RI
SULYDWHHTXLW\LQYHVWPHQWVLVGHSHQGHQWRQWKHKLJKUHWXUQVRI
LQYHVWPHQWWKDWDOVRRIIVHWLWVKLJKFRVWV7KLVXQLTXHSRVLWLRQ
LQWURGXFHV FRPSOH[LW\ XSRQ LQWUDVWDWH VHFXULWLHV
FURZGIXQGLQJZKLFKQHHGVWREHPLWLJDWHGLQRUGHUIRU LW WR
EH VXFFHVVIXO LQ WKH \HDUV WR FRPH 7KH SDSHU ZLOO DQDO\]H
WKLV FRPSOH[LW\ E\ EUHDNLQJ LW GRZQ LQWR DGYDQWDJHV DQG
GLVDGYDQWDJHV (DFK SRWHQWLDO DGYDQWDJH DQG GLVDGYDQWDJH
ZLOOEHGLVFXVVHGDQGUHFRPPHQGDWLRQVZLOOEHPDGHQHHGHG
5HFRPPHQGDWLRQV LQ WKLV SDSHU FDQ KHOS WHFKQRORJ\
PDQDJHUV DQG WHFKQRORJ\ HQWUHSUHQHXUV JDLQ D VROLG
EDFNJURXQG RQ LQWUDVWDWH VHFXULWLHV FURZGIXQGLQJ EHIRUH
VHHNLQJ IXQGV WKURXJK LW OHDUQ ZKDW LV QHHGHG WR PDQDJH D
VXFFHVVIXO LQWUDVWDWH FURZGIXQGLQJ FDPSDLJQ DQG NQRZ WKH
NH\ IHDWXUHV WR FRQVLGHU KDYH WKH\ GHFLGHG WR EXLOG RQOLQH
SODWIRUPV WR IDFLOLWDWH LQWUDVWDWH VHFXULWLHV FURZGIXQGLQJ
5HFRPPHQGDWLRQV ZLOO DOVR EH XVHIXO IRU RUJDQL]DWLRQV DQG
DJHQFLHV WKDW SODQ WR SURYLGH WHFKQLFDO EXVLQHVV VHUYLFHV WR
HQWUHSUHQHXUV DQG VPDOO EXVLQHVVHV WKDW ZDQW WR XVH WKH
H[HPSWLRQV )LQDOO\ WKH GDWD DQG UHFRPPHQGDWLRQV ZLOO
SURYLGHVXSSRUWWRDGYRFDWHVDQGUHJXODWRUVLQXSGDWLQJVRPH
UHJXODWLRQV WKDW DUH DIIHFWLQJ WKH VXFFHVV RI LQWUDVWDWH
VHFXULWLHVFURZGIXQGLQJ

A. The advantages 
7KH FRPPRQ NQRZQ DGYDQWDJH RI FURZGIXQGLQJ LQ
JHQHUDOLVWKHILQDQFLDODPRXQWLWKHOSVWRUDLVH+RZHYHULW
LVFUXFLDOWRHGXFDWHWKHSXEOLFRIDOOWKHRWKHUOHVVSRSXODUO\




7KH SDFH LQ ZKLFK WKH FDPSDLJQ UHDFKHV LWV WDUJHW WHOOV
KRZ DWWUDFWLYH WKH LGHD LV )RU LQVWDQFH LI WKH FDPSDLJQ
HQGVQRZKHUHFORVH WR LWV WDUJHW LW LVDVLJQ WKDW WKH LGHD
QHHGVWREHUHWKRXJKWDQGLPSURYHG>@
 ,WKDVKHOSHGDVDPDUNHWLQJWRRO WR LQFUHDVHSURGXFWDQG





WKHP7KHVH W\SHVRIEXVLQHVVHVRIWHQ IDFH FKDOOHQJHV LQ
JHWWLQJ WKH ILQDQFLDO VXSSRUW WKH\ QHHG IURP WUDGLWLRQDO
DYHQXHV VXFK DV EDQN ORDQV SULYDWH HTXLW\ RU YHQWXUH
FDSLWDO ILUPV >@ $IWHU WKH  ILQDQFLDO FULVLV EDQN
ORDQV EHFDPH VWULFWHU IRU WKHP DQG LI UHFHLYHG LW ZRXOG
RIWHQ FRPH ZLWK KLJKHU LQWHUHVW UDWHV $GGLWLRQDOO\ WKHLU
JURZWK SRWHQWLDO VL]H LV QRW RI LQWHUHVW IRU SULYDWH HTXLW\






WKDW OLPLW LWV WHUULWRU\ZLWKLQ WKHUHVSHFWLYHVWDWH LWNHHSV
DOO ORFDO LQYHVWPHQWV ORFDO 7KLV KDV HFRQRPLFDO VRFLDO
DQGOHJDOEHQHILWVWRWKHVWDWH
D (FRQRPLFDOO\ LW SURYLGHV WKH PXFKQHHGHG ILQDQFLDO
VXSSRUW WR ORFDO HFRQRP\ E\ DOORZLQJ ORFDOV WR IXQG
ORFDO VPDOO EXVLQHVVHV DQG VWDUWXSV :KHQ WKHVH
EXVLQHVVHV JURZ RU DW OHDVW VWD\ LQ EXVLQHVV WKLV
JXDUDQWHHVWKDWORFDOMREVDUHQRWORVWLIQRWLQFUHDVHG
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,QDGGLWLRQSDUWRI WKHPRQH\ WKDW WKHVPDOOEXVLQHVV
JHQHUDWHV ZLOO FHUWDLQO\ EH XVHG WR EX\ JRRGV IURP
DQRWKHUORFDOEXVLQHVVLQWKHVWDWHYHUVXVPRQH\WKDWLV
JHQHUDWHG E\ D ODUJH RXW RI VWDWH EXVLQHVV ZLOO JR
RXWVLGHWKHVWDWH
E 6RFLDOO\ LW JHQHUDWHV VRFLDO FRQQHFWLRQV EHWZHHQ WKH
EXVLQHVV DQG ORFDOV )RU H[DPSOH ZKHQ -RH D ORFDO
UHVLGHQWEHFRPHVDQLQYHVWRULQDORFDOSULQWLQJVKRS
KHZLOOLQVWDQWO\EHFRPHPRUHLQWHUHVWHGLQWKHVXFFHVV
RI WKDW VKRS +H ZLOO EH PRUH LQFOLQHG WR GR KLV
SULQWLQJ WKHUH UHFRPPHQG LW WR QHZ FXVWRPHUV
SRWHQWLDO SDUWQHUV DQG HPSOR\HHV DQG PLJKW HYHQ
EULQJ LQ PRUH LQYHVWRUV WR VXSSRUW LW 7KLV LQWHUHVW
FRXOGDOVREHOHYHUDJHGE\WKHVKRSWRFUHDWHDVRFLDO
VXSSRUWV\VWHPIRU WKHRZQHUV WRVXUYLYH WKHVWUHVVRI
UXQQLQJDEXVLQHVVZKLFKLVQRWWULYLDO
F /HJDOO\ LW SURYLGHV D FOHDU OHJDO IUDPHZRUN IRU
LQGLYLGXDOV OLNH -RH WR EH DEOH WR LQYHVW LQ WKHLU
FRPPXQLW\ ZKHUHDV EHIRUH LQWUDVWDWH FURZGIXQGLQJ
XQDFFUHGLWHG LQGLYLGXDOV GLG QRW KDYH D ZHOO
HVWDEOLVKHG IUDPHZRUN WR VXSSRUW D FRPSDQ\ DQG JHW
UHWXUQV
 ,W KHOSV LQ PLWLJDWLQJ WKH LQHYLWDEOH VWDUWXS DQG VPDOO
EXVLQHVVHV¶ LQYHVWPHQW ULVN >@ 7KLV LV EHFDXVH WKH
LQYHVWRU FDS LQ LQWUDVWDWH FURZGIXQGLQJ OLPLWV LQGLYLGXDO
LQYHVWPHQWV LQ HDFK FRPSDQ\ 7KLV QRW RQO\ OLPLWV WKH




ZLWKRXW WKH FURZG¶V IXQGV <HW IXQGHUV FRXOG QRW VKDUH
WKLV VXFFHVV GXH WR UHVWULFWLQJ UHJXODWLRQV GLVFXVVHG
SUHYLRXVO\ 7KH\ RQO\ JRW WR UHFHLYH UHZDUGV WKDW UDQJH
IURPIHHOLQJJRRGWRVXSSRUWDFRRO LGHDWRDSUHRUGHURI




 /DVW EXW QRW OHDVW LQ WHUP RI ORDQV LQWUDVWDWH
FURZGIXQGLQJ SXWV WKH HQWUHSUHQHXU EDFN LQ FRQWURO WR
GHFLGH RQ WKH ORDQ WHUPV UDWHV DQG GHDO¶V GHWDLOV 7KLV
HOLPLQDWHVSDUWVRIWKHVWUHVVWKDWUHVWIXOIURPGHDOLQJZLWK
WUDGLWLRQDO IXQGLQJDYHQXHVDQGKHOSV WKHHQWUHSUHQHXU WR
IRFXVRQWKHEXVLQHVV

B. The disadvantages 
3XEOLF PLVFRQFHSWLRQV SURKLELWLYH UHJXODWLRQV DQG WKH
ODUJHQXPEHURILQYHVWRUVFDXVHPRVWRIWKHGLVDGYDQWDJHVIRU
LQWUDVWDWH VHFXULWLHV FURZGIXQGLQJ +RZHYHU WKHVH





D %HFDXVH LQWUDVWDWH VHFXULWLHV FURZGIXQGLQJ GHDOV ZLWK
HTXLW\ ZKLFK LV DOVR ZKDW SULYDWH HTXLW\ RU DQJHO
LQYHVWLQJ GHDOV ZLWK LW LV RIWHQ FULWLTXHG ZKHWKHU LW FDQ
PDNH LWV LQYHVWRUV VLPLODU PXOWLSOH UHWXUQV RQ WKHLU
LQYHVWPHQWV,WLVLPSRUWDQWWRUHPHPEHUKRZHYHUWKDWLQ
DQJHO LQYHVWPHQWV DQJHOV PDNH PXOWLSOH LQYHVWPHQWV LQ
GLIIHUHQW FRPSDQLHV DQG RIWHQ RQO\ JHW SRVLWLYH UHWXUQV
JHQHUDWHG E\ DERXW WHQ SHUFHQW RI WKH LQYHVWPHQWV >@
$QJHO LQYHVWPHQW LV SULYDWH HTXLW\ LQYHVWLQJ PDGH E\ D
FODVVRI LQGLYLGXDOVZLWKHQRXJKZHDOWK WREHFRQVLGHUHG
DV DFFUHGLWHG LQYHVWRUV 7KH SRVLWLYH UHWXUQV IURP DQJHO
LQYHVWLQJDUH ODUJHHQRXJK WRRIIVHW WKH ORVVHVFDXVHGE\
WKH UHVW RI DQJHOV¶ LQYHVWPHQWV ,W LV NQRZQ WKDW ZLWKRXW
WKLVVPDOOPLQRULW\RIZLQQHUVDQJHOLQYHVWLQJZRXOGQRW
EHSURILWDEOHRQDYHUDJH7KHUHIRUHDSSURDFKLQJLQWUDVWDWH
FURZGIXQGLQJ DV LI LW ZDV DQJHO LQYHVWLQJ ZLOO SXW LW LQ
GLVDGYDQWDJH DQG ZLOO OLPLW LWV SUHYLRXVO\ GLVFXVVHG
DGYDQWDJHV,I-RHWKHORFDOLQYHVWRUZRXOGLQYHVWLQWKH
SULQW VKRS RQO\ EHFDXVH KH H[SHFWV UHWXUQV RQ KLV
LQYHVWPHQWOLNHWKRVHH[SHFWHGLQDQJHOLQYHVWLQJKHZLOO
EH GLVDSSRLQWHG DQG ZLOO QRW FRQWLQXH LQYHVWLQJ ORFDOO\
1HYHUWKHOHVV WKLV DUJXPHQW LV QRW WR VD\ WKDW LQWUDVWDWH
FURZGIXQGLQJ ZLOO QHYHU PDNH DQ LQYHVWRU PXOWLSOH RI
UHWXUQV ,W LV WR HPSKDVL]H WKH VLJQLILFDQFH RI HGXFDWLQJ
WKH SXEOLF RI WKH GLIIHUHQFHV EHWZHHQ LW DQG DQJHO
LQYHVWLQJ LQ RUGHU IRU WKH LQWUDVWDWH FURZGIXQGLQJ WR
VXFFHHG HVSHFLDOO\ DW LWV HDUO\ GD\V $ EHWWHU ZD\ WR
SHUFHLYH LQWUDVWDWH FURZGIXQGLQJ LV E\ FRQVLGHULQJ WKH
FRQFHSW RI ORFDO VXSSRUW ZKLFK PDNHV HYHU\ LQYHVWPHQW
PDGH LQ LQWUDVWDWH FURZGIXQGLQJ D ZLQQLQJ LQYHVWPHQW
XOWLPDWHO\
E 7KHRWKHUPLVFRQFHSWLRQLVWKDWLQWUDVWDWHFURZGIXQGLQJLV
LQ GLVDGYDQWDJH EHFDXVH LW KDV D OLPLWHG FDSDFLW\ IRU
UDLVLQJ PRQH\ >@ XQOLNH WKH UHZDUGEDVHG
FURZGIXQGLQJYHQWXUHFDSLWDORUDQJHOLQYHVWPHQWVZKHUH
FRPSDQLHV DUH DEOH WR UDLVH PXOWLSOH PLOOLRQV RI GROODUV
0RVW VWDWHV DOORZ D PD[LPXP RI RQH PLOOLRQ GROODU SHU
WKH PRQWK SHULRG 0HDQZKLOH WKH )HGHUDO 5HVHUYH¶V
6PDOO %XVLQHVV &UHGLW 6XUYH\ RI )DOO  VKRZV WKDW D
WRWDO RI  RI VPDOO EXVLQHVVHV DSSOLFDWLRQV IRU ORDQV
ZHUH DVNLQJ IRU RQO\  RU OHVV ZLWK  DVNLQJ

7$%/(7+(/,0,721+2:08&+$6,1*/(,19(6725&$1,19(67,1$6,1*/(2))(5$&&25',1*72($&+,175$67$7(
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IRU OHVV WKDQ  >@ *LYHQ WKDW VPDOO EXVLQHVVHV
JHQHUDWH WKH PDMRULW\ RI MREV DQG VDOHV LQ WKH 86 >@
ZKLOH WKH\ VWUXJJOH WKH PRVW WR JHW WKH QHHGHG ILQDQFLDO
VXSSRUW >@ WKHVH OLPLWVDUH MXVWLILDEOH ,QDGGLWLRQ LW LV
FULWLFDO WR UHPHPEHU WKDW EHFDXVH RI WKHVH OLPLWV LQ
LQWUDVWDWH FURZGIXQGLQJ VWDWHV ZHUH DEOH WR ORZHU WKH
DPRXQW RI GLVFORVXUHV UHTXLUHG ZKLFK RWKHUZLVH FRXOG
DGG H[SHQVLYHO\ SURKLELWLYH FRVWV RQ WKH LVVXHU 7KHVH
FRVWV DFWXDOO\ FRXOG EH TXLWH ODUJH LI FRPSDUHG ZLWK WKH
IXQGLQJ JRDO WKDW LW ZRXOG QRW EH UHDOLVWLF WR HYHQ GR D





LQ WKH 6HFXULWLHV $FW WKH -2%6 $FW DQG WKH RWKHU
5HJXODWLRQV 7KHUHIRUH LW LV QHFHVVDU\ WR HGXFDWH WKH
SXEOLF WKDW WKH OLPLWV LQ LQWUDVWDWH FURZGIXQGLQJ DUH
DFWXDOO\LQIDYRURIWKHSRSXODWLRQWKDWQHHGVLW WKHPRVW
,W LVDOVRQHFHVVDU\ WRHGXFDWH WKHP WKDW WKHH[LVWHQFHRI
LQWUDVWDWH FURZGIXQGLQJGRHVQRW HOLPLQDWHRWKHU IXQGLQJ
DYHQXHVDQGHQWUHSUHQHXUVVKRXOGFKRRVHWKHIXQGUDLVLQJ
DQ DYHQXH EDVHG RQ WKHLU QHHGV )RU VRPH FRPSDQLHV
LQWUDVWDWHFURZGIXQGLQJLVQRWEHVXLWDEOH
F 7KH WKLUG PLVFRQFHSWLRQ LV WKH IHDU WKDW XVLQJ LQWUDVWDWH
FURZGIXQGLQJZRXOGUHVXOWLQORVLQJFRQILGHQWLDOLW\RIWKH
LGHD VLQFH LW LV VKDUHG RQOLQH EHIRUH WKH HQWUHSUHQHXU
SLRQHHUV LW >@7KLVZRXOGDFWXDOO\EH WKH FDVH IRU DQ\
RWKHU IXQGLQJ DYHQXH 7KH HQWUHSUHQHXU KDV WR VKDUH WKH
LGHD WR DWWUDFW IXQGLQJ DQG HVSHFLDOO\ LQ FURZGIXQGLQJ
HIIRUWVLWKDVWREHVKDUHGZLWKDODUJHQXPEHURISRWHQWLDO
IXQGHUV 7KLV LV DQRWKHU UHDVRQ WR HGXFDWH HQWUHSUHQHXUV
RQVHOHFWLQJWKHVXLWDEOHIXQGLQJDYHQXHDVVHHNLQJIXQGV
IURP SULYDWH HTXLW\ PLJKW EH PRUH FRQWUROODEOH IRU
HQWUHSUHQHXUV ZKR DUH ZRUULHG DERXW VKDULQJ WKHLU LGHD
ZLWK WKH PDVVHV 7KDW VDLG ZRUULHG HQWUHSUHQHXUV FRXOG
VWLOOGRDQLQWUDVWDWHFURZGIXQGLQJDQGSURWHFWWKHLULGHDV
7KH\ FDQ ILOH SURYLVLRQDO SDWHQW DSSOLFDWLRQV ZKLFK
DFFRUGLQJ WR WKH 8QLWHG 6WDWHV 3DWHQW DQG 7UDGHPDUN
2IILFH86372>@ZLOODOORZWKHPWR
³« ILOH ZLWKRXW D IRUPDO SDWHQW FODLP RDWK RU
GHFODUDWLRQ RU DQ\ LQIRUPDWLRQ GLVFORVXUH SULRU
DUW VWDWHPHQW $ SURYLVLRQDO DSSOLFDWLRQ SURYLGHV
WKHPHDQVWRHVWDEOLVKDQHDUO\HIIHFWLYHILOLQJGDWH
LQ D ODWHU ILOHG QRQSURYLVLRQDO SDWHQW DSSOLFDWLRQ
ILOHG ,W DOVR DOORZV WKH WHUP 3DWHQW 3HQGLQJ WR
EH DSSOLHG LQ FRQQHFWLRQ ZLWK WKH GHVFULSWLRQ RI
WKHLQYHQWLRQ´
$FFRUGLQJWRWKHFXUUHQWIHHOLVWLQJRI86372WKHIHHIRU
WKLV DSSOLFDWLRQ LV PLQLPDO UDQJLQJ IURP  WR 
GHSHQGLQJ RQ WKH HQWLW\¶V VL]H >@ 7KLV SURYLVLRQDO
DSSOLFDWLRQ IRU SDWHQW ZRXOG SURYLGH D PD[LPXP RI 
PRQWKV SHQGHQF\ IURP WKH GDWH WKH SURYLVLRQDO
DSSOLFDWLRQ LV ILOHG ZKLFK ZLOO JLYH WKH HQWUHSUHQHXUV
HQRXJKWLPHWRJDWKHUIXQGVDQGDSSO\IRUDIRUPDOSDWHQW
ILOLQJ 7KH IXQGV FRXOG HYHQ EH LQFOXGHG DV SDUW RI WKH
IXQGLQJPLQLPXPJRDOZKLFKLIUHDFKHGLQFURZGIXQGLQJ
WKHQWKHFRPSDQ\JHWVDFFHVVWRWKHIXQGV
G 7KH ODVW PLVFRQFHSWLRQ LV WKH IHDU RI IUDXG ZKLFK KDV
EHHQGLVFXVVHGWKURXJKRXWWKHOLWHUDWXUHDQGLVRQHRIWKH
UHDVRQV RI 6(&¶V GHOD\ ZLWK WKH -2%6 $FW >@ >@±
>@ ,W FRXOG VXPPDUL]HG E\ WKH IHDU WKDW HTXLW\
FURZGIXQGLQJZRXOGEHFRPHDIUDXGKDYHQJLYHQWKDWLWV
LQYHVWRUV DUH ³OHVV VRSKLVWLFDWHG´ WKDQ DQJHO¶V RUYHQWXUH
FDSLWDO¶V LQYHVWRUV 6RPH DXWKRUV VXJJHVW WR LQFUHDVH
UHTXLUHPHQWV RQ LVVXHUV >@ ZKLOH DQRWKHU VXJJHVWHG WR
KDOW WKH H[FHSWLRQV >@ $OWKRXJK VHFXULWLHV
FURZGIXQGLQJ KDV EHHQ LQ SODFH IRU  \HDUV LQ $XVWUDOLD





>@ 7KH UHDVRQ LV DWWULEXWHG WR /LQXV
V /DZ QDPHG




ZLWK ³VRSKLVWLFDWHG LQYHVWRUV´ >@ DV ZHOO DV UHZDUG
EDVHG DQG GRQDWLRQEDVHG FURZGIXQGLQJ >@ +RZHYHU






FDPSDLJQ RQ WKH ,QWHUQHW LV QRW HQRXJK WR DWWUDFW IXQGHUV
5LFKDUG 6ZDUW WKH GLUHFWRU RI UHVHDUFK DW WKH 3URJUDP IRU
,QQRYDWLRQ LQ (QWUHSUHQHXULDO DQG 6RFLDO )LQDQFH DW WKH
8QLYHUVLW\RI&DOLIRUQLD%HUNHOH\VD\V WKDW³FDPSDLJQV WKDW
VXFFHVVIXOO\ UDLVHG  VSHQW DW OHDVW  KRXUV
SUHSDULQJ IRU D FURZGIXQGLQJ HIIRUW DQG DQ DYHUDJH RI 
KRXUVPDQDJLQJLW´>@7KLVPHDQVWKDWWKHFRPSDQ\ZRXOG
QHHGWRRSHUDWHE\DVWURQJVROLFLWDWLRQSODQWKDWRXWOLQHV³WKH
GD\WRGD\ VWUDWHJLHV IRU VRFLDO PHGLD SRVWLQJ XSGDWHV DQG
VROLFLWLQJ PHGLD FRYHUDJH IURP QDWLRQDO QHZV RXWOHWV DQG
SRSXODUEORJV´QRWRQO\GXULQJWKHFDPSDLJQEXWHYHQEHIRUH
LW JRHV OLYH $FFRUGLQJ WR 'U 6ZDUW ³WR UHDFK WKH IXQGLQJ
WDUJHW WKH ILUVW  SHUFHQW RI IXQGV QHHGV WR EH FRPPLWWHG
EHIRUH WKH FDPSDLJQ JRHV OLYH´ ³<RX QHHG WR GHYHORS
UHODWLRQVKLSV ZLWK WKRXJKW OHDGHUV FHOHEULWLHV DQG RWKHU
VXSSRUWHUVZKRZLOO EDFN WKHSURMHFW DQG >DJUHH WR@ DPSOLI\
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\RXU PHVVDJH RQ VRFLDO PHGLD EHIRUH JRLQJ OLYH´ ³7R EH
VXFFHVVIXO LQ FURZGIXQGLQJ ILUVW \RX EXLOG D FRPPXQLW\
WKHQ\RXHQJDJHWKHP´>@
1RQHWKHOHVV WKH 6(& KDV WULFN\ FRPPXQLFDWLRQ
UHVWULFWLRQV WKDW DUH LPSRVHGZKHQ DQ\ VHFXULWLHV RIIHULQJ LV
SODQQHGRULVLQSURFHVV7KHVHUHVWULFWLRQVDSSO\WRLQWUDVWDWH
VHFXULWLHV FURZGIXQGLQJ RIIHUV DOWKRXJK FRPPXQLFDWLRQ
SUDFWLFHV QRZDGD\V DQG WKH LQWHUFRQQHFWHG QDWXUH RI WKH
,QWHUQHW FRQIOLFW ZLWK VXFK UHVWULFWLRQV 6XEVHTXHQWO\




D PHPRUDQGXP E\ 6NDGGHQ $USV 6ODWH 0HDJKHU 	
)ORP//3>@
³7KH 6HFXULWLHV $FW GHILQHV DQ ³RIIHU´ DV ³HYHU\
DWWHPSW RU RIIHU WR GLVSRVH RI RU VROLFLWDWLRQV RI
RIIHUVWREX\DVHFXULW\RULQWHUHVWLQDVHFXULW\IRU
YDOXH´ &RXUWV KDYH LQWHUSUHWHG WKH GHILQLWLRQ RI
³RIIHU´ WR LQFOXGH DQ\ DFWLYLW\ WKDW PD\ KDYH WKH
HIIHFWRIVROLFLWLQJRUFUHDWLQJDEX\LQJLQWHUHVWLQ
D VHFXULW\ 9LRODWLRQV RI FRPPXQLFDWLRQV
UHVWULFWLRQVDUHQRWOLPLWHGWRLVVXHUV´
6LQFH LQWUDVWDWH FURZGIXQGLQJ LV UHVWULFWHG WR RQO\
UHVLGHQWVRI WKHFRUUHVSRQGLQJVWDWH WKLVEURDGGHILQLWLRQ
PDNHVDQ\SLWFKRUSURPRWLRQWKDWJRHVRQWKH,QWHUQHWD
SRVVLEOH RIIHU WR VRPHRQH IURP RXWVLGH WKDW VWDWH $V D
UHVXOW WKH SURPRWHU ZKHWKHU LW ZDV WKH LVVXHU RU WKH
FURZGIXQGLQJ LQWHUPHGLDU\ ZLOO EH RXW RI FRPSOLDQFH
³(YHQ LI DSURPRWHU ZHUH RUJDQL]HGXQGHU WKH ODZVRI D
SDUWLFXODU VWDWH FRQGXFWHG PRVW RI LWV EXVLQHVV LQ WKDW
VWDWH DQG SODQQHG RQ XVLQJ WKH PRQH\ LW UDLVHG LQ WKDW
VWDWH LW FDQ RQO\ PDNH RIIHUV WR RWKHU UHVLGHQWV RI WKDW
VWDWH ,I D SURPRWHU PDNHV DQ RIIHU WR HYHQ RQH QRQ
UHVLGHQWWKHQWKHH[HPSWLRQLVORVW´>@)XUWKHUPRUHIRU
WKH 6(& LQWHQW LV QRW UHTXLUHG WR GHWHUPLQH WKDW D
YLRODWLRQ KDV RFFXUUHG ZKLFK PLJKW UHVXOW LQ VLJQLILFDQW
FRQVHTXHQFHV IRU WKH FRPSDQ\ >@ :LWK WKH
LQWHUFRQQHFWLYLW\ RI WKH ,QWHUQHW LW LV LPSRVVLEOH IRU D
SURPRWHUWRDEVROXWHO\HOLPLQDWHDOOSRVVLELOLWLHVWKDWWKHLU
RQOLQH SLWFKHV DUH QRW VHHQ RXWVLGH RI WKH VWDWH ,Q RWKHU
ZRUGV RWKHU WKDQ D :HE SDJH ZLWK UHVWULFWHG DFFHVV RQ
WKHLU:HEVLWHLQWUDVWDWHFURZGIXQGLQJFDPSDLJQVFDQQRW
EH SLWFKHG RQ SURPRWHUV¶ :HE VLWHV VRFLDO PHGLD RU
EORJV DQG QRW RQ SRSXODU EORJV WKH PHGLD RU HYHQ RQ
ORFDOPHGLD LI WKHSUHVVZLOOEHSXEOLVKHGRUEURDGFDVWHG
RQ WKH ,QWHUQHW 7KLV WDNHV DZD\ WKH PRVW YLWDO VXFFHVV
HOHPHQW IURP LQWUDVWDWH FURZGIXQGLQJ WKDW UHZDUGEDVHG
FURZGIXQGLQJ KDV HQMR\HG IRU \HDUV DQG ZLWK LW EHFDPH
VXFFHVVIXO
³7KH SROLF\ XQGHUO\LQJ WKHVH UHVWULFWLRQV LV WKH FRQFHUQ
WKDWFHUWDLQFRPPXQLFDWLRQVPD\FRQGLWLRQWKHPDUNHWRU
DURXVH SXEOLF LQWHUHVW LQ D SDUWLFXODU VHFXULW\ ZLWKRXW
SURYLGLQJ LQYHVWRUV ZLWK DGHTXDWH GLVFORVXUH´ >@
1HYHUWKHOHVV ZLWK EXVLQHVV FRPPXQLFDWLRQ QRZDGD\V
KDSSHQLQJPRVWO\RQ WKH,QWHUQHW LW LVHVVHQWLDO WRXSGDWH
WKH UHJXODWLRQV DFFRUGLQJO\ VR LQWUDVWDWH FURZGIXQGLQJ
FDQDFWXDOO\KDUQHVVWKHSRZHURIWKHPDVVHV)LUVWRIDOO
WKH ,QWHUQHW LV DQ H[WUHPHO\ EXV\ PHGLXP 7KH ³'LJLWDO
8QLYHUVH´LVWKHWHUPXVHGWRUHIHUWRWKHGDWDFUHDWHGDQG
FRSLHGRQ WKH ,QWHUQHW(YHU\ WZR \HDUV LWV VL]H GRXEOHV
DQGE\LWVVL]HZLOOUHDFK]HWWDE\WHVRUWULOOLRQ
JLJDE\WHV >@ 7R LOOXVWUDWH WKLV LI ZH XVH L3DGV $LU
*% WR UHSUHVHQW WKLV VL]H ³WKHUHZRXOGEH VWDFNV
IURP WKH (DUWK WR WKH 0RRQ´ E\ZKLOH LQ WKH
VWDFN ZRXOG KDYH UHDFKHG ³WZRWKLUGV WKH ZD\ WR WKH
PRRQ´+HQFHSURPRWHUVQHHGVROLG VROLFLWDWLRQSODQV WR
EHDEOHWRJHWWKHLUPHVVDJHDFURVVWKLVHQRUPRXVQRLVHRI
GDWD E\ FLUFXODWLQJ GDWD LQ GLIIHUHQW OHQJWK VKDSHV RU
IRUPV $ UHFRPPHQGHG XSGDWH WR WKH UHJXODWLRQ LV WR
FOHDUO\ GLVWLQJXLVK EHWZHHQ VHOOLQJ RIIHULQJ DQG
DGYHUWLVLQJDVIROORZV
 $GYHUWLVLQJ VKRXOG QRW EH FRQVLGHUHG RIIHULQJ
&XUUHQWO\DGYHUWLVLQJLVLQFOXGHGDVDSDUWRIRIIHULQJ
<HW WKH DGYHUWLVHPHQW RI D SURGXFW GRHV QRW
QHFHVVDULO\ PHDQ LW LV EHLQJ RIIHUHG )RU H[DPSOH LQ
JURFHU\ VWRUHV DOFRKROLF EHYHUDJHV DUH DGYHUWLVHG RQ
VKHOYHV WKDW DUH DW WKH VDPH H\H OHYHO DV PLQRUV¶ DQG
HYHQ FKLOGUHQ¶V 7KLV DGYHUWLVHPHQW LV OHJDO ZKLOH D




UHJXODWLRQV GR QRW PDNH WKLV GLVWLQFWLRQ $ WDUJHWHG
DGYHUWLVHPHQWVKRXOGEHDOORZHGWRFLUFXODWHDVORQJDV
LW LV WDUJHWHG WR WKH OHJDO DXGLHQFH )RU H[DPSOH
PLQRUVDQGFKLOGUHQUHDGLO\VHHDQDOFRKROLFEHYHUDJH
FRPPHUFLDOWKDWLVEURDGFDVWRQ79RUWKH,QWHUQHWEXW
LW LV WDUJHWHG WR DGXOWV 7KHUHIRUH LW LV OHJDO DQG WKH
RQO\ WLPH HYLGHQFH LV UHTXLUHG WR YHULI\ DJH LV ZKHQ
WKHUHLVDFWXDOVDOH
 6HOOLQJ VKRXOG EH GHILQHG DV ZKHQ PRQH\ LV
H[FKDQJHG 7KLV LV WKH PRVW IHDVLEOH VWDJH WR UHTXLUH
IXOOGLVFORVHUVDQGUHTXLULQJSURRIVWREHSURYLGHG$OO
DGYHUWLVHPHQWVDQGRIIHUVDVGHVFULEHGDERYHRQOLQHRU




7KLV GLVWLQFWLRQ DQG FKDQQHOLQJ RI DOO LQWUDVWDWH
FURZGIXQGLQJ LQYHVWPHQWV WKURXJK D :HE SODWIRUP ZLOO
QRW RQO\ DOORZ WR KDUQHVV WKH SRZHU RI WKH FURZG DQG
HQVXUH WKDW DGHTXDWH GLVFORVXUHV DUH SURYLGHG EXW DOVR
ZLOOJLYH LQYHVWRUV WKHFKDQFH WR UHYLHZ WKHFURZG¶VGXH
GLOLJHQFH RQ WKH FDPSDLJQ¶V SDJH DQG XOWLPDWHO\ UHGXFH
FKDQFHVRIIUDXGDVGLVFXVVHGHDUOLHULQWKHSDSHU
E 1R FRPPXQLFDWLRQV DERXW WKH RIIHU LV DOORZHG SULRU WR
ILOLQJ 7KLV UHVWULFWLRQ FRQIOLFWV ZLWK 'U 6ZDUW¶V
UHFRPPHQGDWLRQRIEXLOGLQJDFRPPXQLW\DQGKDYLQJWKH
ILUVWSHUFHQWRI IXQGV FRPPLWWHGEHIRUH WKH FDPSDLJQ
JRHV OLYH +RZHYHU LI WKH UHFRPPHQGDWLRQV GLVFXVVHG
DERYH ZHUH PDGH WKH LVVXHUV FDQ ZRUN DURXQG WKLV
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UHVWULFWLRQE\VWUDWHJLFDOO\WLPLQJWKHLUILOLQJWLPHZLWKWKH
VDWH DQG WKHLU WLPH RI ODXQFKLQJ WKH FDPSDLJQ $Q\
FRPSDQ\ LQWHUHVWHG LQ UDLVLQJ IXQGV ZKHWKHU LQYROYLQJ
VHFXULWLHV RU QRW PXVW DFWXDOO\ VWDUW EXLOGLQJ LWV RQOLQH




RI SUHSDUDWLRQ IRU D  FURZGIXQGLQJ FDPSDLJQ 
DVVXPLQJWKDWFRPSDQLHVZLOOZRUNDWOHDVWIXOOWLPHRQLW
7KH RQHPRQWK ZLOO DOORZ WKHP WR FRPPXQLFDWH WKHLU
RIIHULQJ SUHSDUH WKHLU FRPPXQLW\ DQG ODXQFK WKH
FDPSDLJQ LQWR D VXFFHVVIXO FURVVLQJ RI WKH ³LQYHVWLQJ
FKDVP´

C. Large investor numbers 
$V GHILQHG HDUOLHU FURZGIXQGLQJ LV D WRRO WR UDLVH IXQGV
IURP D ODUJH QXPEHU RI IXQGHUV 7KLV ODUJH QXPEHU RI
IXQGHUV RU LQYHVWRUV LQ WKH FDVH RI LQWUDVWDWH VHFXULWLHV




LVD OLVWRI WDVNV WKDWDQ LVVXHUXVLQJ LQWUDVWDWHFURZGIXQGLQJ
ZRXOGQHHG WRSHUIRUP7KHVHDUH LQGHHGGDXQWLQJ WDVNV IRU
DQ LVVXHU WR GR ZKLOH KXVWOLQJ WR PDQDJH D FDPSDLJQ DV
GHVFULEHG SUHYLRXVO\ $ FORVHU ORRN WR HDFK RI WKHVH WDVNV
WKRXJKZRXOGUHYHDOWKDWWKHUHLVDSRVVLEOHUHSHWLWLYHQHVVLQ
WKHWDVNDQGWKHUHIRUHDSRWHQWLDODXWRPDWLRQE\WHFKQRORJ\
 &KHFNLQJ WKH UHVLGHQF\ RI LQYHVWRUV EHIRUH PDNLQJ DQ
RIIHU$VGLVFXVVHGEHIRUHKDQGWKHLVVXHUQHHGVWRHQVXUH
WKDW RIIHUV¶ LQIRUPDWLRQ LV RQO\ FRPPXQLFDWHG WR D
UHVLGHQWRI WKHSURVSHFWLYH VWDWH7KH ILUVW WKRXJKWZRXOG
EHWRXVH,QWHUQHW3URWRFRO,3DGGUHVVHVWREORFNDFFHVV
IURPRXWVLGHDVWDWH+RZHYHUWKLVPHWKRGLVQRWDFFXUDWH
VLQFH WKH EORFN FRXOG EH RYHUFRPH DQG LI UHVLGHQWV DUH
YDFDWLRQLQJ RXWVLGH WKHLU VWDWH WKH\ ZLOO EH EORFNHG DV
ZHOO $ EHWWHU VROXWLRQ LV E\ FRQQHFWLQJ WKH LQWUDVWDWH
FURZGIXQGLQJ SODWIRUP ZLWK WKH GHSDUWPHQW RI PRWRU
YHKLFOHV¶ '09 GDWDEDVHV WKURXJK DQ DSSOLFDWLRQ
SURJUDPLQWHUIDFH$3,,WLVDVRIWZDUHLQWHUPHGLDU\WKDW
DOORZV RWKHU DSSOLFDWLRQV WR LQWHUDFW ZLWK HDFK RWKHU DQG
VKDUHGDWD'ULYHUGDWDLVSURWHFWHGE\SULYDF\JXDUDQWHHV
EXW JRYHUQPHQW DSSURYHG XVHUV FDQ XVH WKH $3,V 7KH
SODWIRUP ZRXOG WKHQ RQO\ JUDQW DFFHVV WR XVHUV ZLWK D
YDOLG ORFDO GULYHU OLFHQVH QXPEHU $ VLPSOHU VROXWLRQ LV
UHTXLULQJ XVHUV WR VHOIFHUWLI\ WKHLU UHVLGHQF\ XSRQ
DFFHVVLQJDQ\SDJHRQWKHSODWIRUP
 &ROOHFWLQJ LQYHVWRUV¶ UHVLGHQF\ HYLGHQFHV %HIRUH
LQYHVWRUVFDQPDNHDSD\PHQW WKH LVVXHUQHHGV WRFKHFN
DQHYLGHQFHRIWKHLUUHVLGHQF\DQGNHHSLWRQUHFRUG7KH
$3, VROXWLRQ ZRXOG UHVROYH WKLV WDVN DV ZHOO DQG D
FRQILUPDWLRQ IRU WKH LVVXHU UHFRUGV FDQ EH JHQHUDWHG E\
WKH SODWIRUP XSRQ D YDOLG YHULILFDWLRQ IURP '09¶V
GDWDEDVH $OWHUQDWLYHO\ WKH LQWUDVWDWH FURZGIXQGLQJ
SODWIRUPFDQFROOHFWHYLGHQFHVIURPXVHUVDVWKH\UHJLVWHU
WR KH SODWIRUP DQG DXWRPDWLFDOO\ VKDUH WKHVH HYLGHQFHV
ZLWK LVVXHUV ZKHQ D XVHU LQYHVWV LQ WKHLU FRPSDQLHV $
VHFXUHKDQGOLQJRIHYLGHQFHVZLOOEHUHTXLUHGLQWKLVFDVH
 $QVZHULQJ DOO SRWHQWLDO LQYHVWRUV¶ TXHVWLRQV 7KH
OLNHOLKRRG RI LVVXHUV EHLQJ DVNHG WKH VDPH TXHVWLRQ
PXOWLSOH WLPHV LV UDWKHU KLJK 7KHUHIRUH KDYLQJ D
TXHVWLRQV VHFWLRQ RQ WKH SODWIRUP IRU HDFK FDPSDLJQ LV
HVVHQWLDO VLPLODU WR FXUUHQW UHZDUGEDVHG FURZGIXQGLQJ
SODWIRUPV7KLVVHFWLRQZRXOGDOVRHQDEOHWKHFURZG¶VGXH
GLOLJHQFH DQG UHGXFH IUDXG DV GHVFULEHG HDUOLHU LQ WKH
SDSHU
 *HQHUDWLQJ FHUWLILFDWHV UHFHLSWV RU SXUFKDVH GRFXPHQWV
7KH LVVXHU FDQ FUHDWH D FHUWLILFDWH RU UHFHLSW WHPSODWH
OHDYLQJWKHQDPHDGGUHVVDQGLQYHVWPHQWDPRXQWEODQN
IRULQVWDQFH7KHSODWIRUPWKHQFDQSRSXODWHWKLVWHPSODWH
ZLWK LQYHVWRUV¶ LQIRUPDWLRQ DQG GHOLYHU D FRS\ IRU HDFK
LQYHVWRUXSRQPDNLQJLQYHVWPHQWV
 .HHSLQJ LQYHVWRUVHQJDJHGZLWK WKHFRPSDQ\¶VSURJUHVV
7R KDUQHVV WKH IXOO SRWHQWLDO RI LQWUDVWDWH FURZGIXQGLQJ
FRPSDQLHV PXVW NHHS WKHLU LQYHVWRUV HQJDJHG ZLWK WKHLU
SURJUHVV DQG DFKLHYHPHQWV 7KLV WDVN FRQIOLFWV ZLWK WKH
UHJXODWLRQV WKDW UHVWULFW FRPPXQLFDWLRQ DV GLVFXVVHG
HDUOLHUEXWHYHQZLWKWKHSUHVHQFHRIVXFKUHVWULFWLRQVWKH






DOO VWDWHV UHTXLUH RQJRLQJ UHSRUWLQJ EXW IRU VWDWHV ZKHUH
UHSRUWLQJLVUHTXLUHGWKHVDPHWHPSODWHFRQFHSWSUHYLRXVO\
UHFRPPHQGHG WR JHQHUDWH FHUWLILFDWHV FDQ EH XVHG WR
JHQHUDWHUHSRUWV6LQFHHDFKUHSRUWKDVVSHFLILFFRQWHQWVWR
FRYHU WKH WHPSODWHV FDQ HDVLO\ EH SUHSDUHG DQG WKH
SODWIRUP FDQ SRSXODWH DQG GHOLYHU WKHP RQ VFKHGXOH
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UHZDUGLQJ DQG JDPH FKDQJLQJ ILQDQFLDO PRYHPHQWV LQ WKH
8QLWHG 6WDWHV ,W ZLOO VWUHQJWKHQ WKH ORFDO HFRQRP\
UHSUHVHQWHGE\WKHPDMRULW\VPDOOEXVLQHVVHVDQGKHOSODXQFK
LQQRYDWLYH QHZ VWDUWXSV +RZHYHU LWV XQLTXH SRVLWLRQ
EHWZHHQ QRQVHFXULWLHVEDVHG FURZGIXQGLQJ DQG SULYDWH
HTXLW\ LQYHVWPHQWV LQWURGXFHV FRPSOH[LW\ WKDW PXVW EH
PLWLJDWHG EHIRUH UHZDUGV FDQ EH KDUQHVVHV 0LWLJDWLRQ
UHTXLUHVHGXFDWLRQDODZDUHQHVVIRUWKHFRPPRQSXEOLFRIWKH
RYHUORRNHG DGYDQWDJHV DQG XQFODULILHG PLVFRQFHSWLRQV WKH
XVHRI WHFKQRORJ\ WR DXWRPDWHGDXQWLQJ WDVNV FDXVHGE\ WKH
ODUJH QXPEHU RI LQYHVWRUV DQG ILQDOO\ FKDQJLQJ FXUUHQW
FRPPXQLFDWLRQ UHVWULFWLRQV LQ UHJXODWLRQV WR DFFRPPRGDWH






)XUWKHU UHVHDUFK VKRXOG FRQVLGHU FRQWDFWLQJ FRPSDQLHV
WKDW ILOHG ZLWK WKHLU VWDWHV WR GR LQWUDVWDWH FURZGIXQGLQJ $
VXUYH\ FRXOG EH SUHSDUHG EDVHG RQ WKLV SDSHU DV ZHOO DV
H[SORULQJ ZKHWKHU WKH FRPSDQLHV DFWXDOO\ ODXQFKHG WKHLU
FDPSDLJQV RU QRW DQG ZK\ QRW ,W ZRXOG DOVR EH NH\ WR
H[SORUH KRZ WKH SURSRVHG DGYDQWDJHV DQG GLVDGYDQWDJHV LQ
WKLVSDSHUKDYH LPSDFWHG WKHLU IXQG UDLVLQJSURFHVV)LQDOO\
WUHQGVVKRXOGEHH[SORUHGDVZHOODVH[DPLQDWLRQRIZKHWKHU
PDWULFHV FRXOG EH GHYHORSHG WR PHDVXUH WKH LPSDFW RI





³7KH LQIRUPDWLRQ LQ WKLV DUWLFOH LV SURYLGHG IRU JHQHUDO
LQIRUPDWLRQDO SXUSRVHV RQO\ DQG LV QRW LQWHQGHG WR EH OHJDO
DGYLFH 7KH ODZ FKDQJHV IUHTXHQWO\ DQG YDULHV IURP
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